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AUDIT  ASSrGNMENT 

b^en  audited  rn  term^of  sectfOf\°1^s  ^ 2005  have 

read  with  section.  4 and  " Afrfca/X 

statements,  Ihe  maintenanCiS  of  effective  controf  irwaiiiimt  ^ ^1^2004).  These  finandai 

and  regulations  are  the  responsibility  of  the  aeco^lrq  'a™* 

an  opinion  on  these  financial  slate  Jnts,  based  fesponstbility  is  to  express 

2 SCOPE 

Ihfch''raqXe  ^aTr^^n'^lnTpertZ  te  fudlu/ ^ 

finpsncid  statements  are  tee  of  material  misstatement  ^ ‘^^^^onahle  assurance  that  the 
An  sudrt  includes: 

financial  ststemanis*^'  supporting  the  amouivis  and  disclosures  in  the 

■ f:  wllf  sf  -9nincan.  esliorates  orede  by  management 

• evaluating  the  overall  finandai  statemeni  presentation. 

compliance  in  all  mafeUuesiwtrwi^  s^^lehce  supporting 

attention  and  are  applicable  to^anda!  rtla^  * regulations  whiclt  carre^o  my 

The  aud^  vras  complaied  in  accordance  wilh  Auditor-General  directive  no.  l of  2005. 

I believe  that  the  audit  provides  a reasonable  basis  for  my  opinion. 


3.  QUALIFICATION 

Fixed  assets 


(s) 


(b) 


placTinnlrreThal"^^^^^  No  irternal  control  processes  or 
recorded  on  the  asset  register  Capitol  expenditure  of 


i 


30/OS  07 


3 


'"’  “T=rzrrrir^;rr’»,s 

vLwed  against  appropriate  records.  This  matter  was  also  repotted  in  paragraph  3.7(e)  in  mv 
previous  report  dated  7 October  2006. 

M)  With  references  Paragraph  3.7(d)  of  my  prev.ous  report  I could  agairi  not  veri^t^^ 

ownership  or  evaltaSon  of  assels  totalling  R75  millicn  that  were  trans  erred  from  the  fewer 
Qwa-Qwa  government  to  the  Maluti-A-Fhofung  Municipality.  Since  this  matter  hMl  tteen 
reported  during  the  1994  financial  year,  it  is  disappointing  to  note  that  nothing  noteworthy  has 

been  done  to  bring  the  matler  to  a dose. 

It  is  therefore  not  possible  to  express  an  opnion  on  fixed  assets  as  disclosed  m note  4 to  the 
financial  statements. 


3.2 , Creditors 

Ovhng  te  a lack  of  management  processes  over  creditors,  an  amount  of  R9S8  922  was  not 
iriduded  as  an  outstanding  amount  at  financial  year-end.  Creditors  as  disclosed  in  note  12  to 
the  financial  statements  were  therefore  understated  by  the  said  amount.  This  matter  was  also 
reported  in  paragraph  3.12(a)  in  my  previous  report  dated  7 October  2006. 


3,3  Debtors 

(a)  Consumer  debtors  amounting  to  R102  592  534  as  disclosed  in  note  9 to  the  financial 
statements  could  not  he  verified  as  correct.  According  to  a calculation  made  from  the  trial, 
balance,  debtors  should  be  R104  161  752  and  were  thus  understated  by  an  amount  of 
R1  569  168. 

(b)  Sundry  debtors  (current  arxi  other)  amounting  to  R51  775  089  as  disclosed  in  note  9 to  the 
financial  statements  could  not  he  verified  as  correct.  The  balance  included  outstanding 
deposits  and  cash  bock/deposit  suspense  accounts  which  were  not  included  in  the  bank 
recondliatiori.  Supporting  documentation  of  the  equitable  shares  allocations  amounting  to 
R7  615  692  cou'ef  also  not  be  otlained  for  audrt  purposes.  Many  accounts  also  showed  no 
movement  and  the  validity  of  these  accounts  is  doubtful 

(c)  The  debtors  sge  analysis  at  year-end  cculd  not  be  cbtained.  According  to  the  municipality  this 
was  mainly  due  to  problems  v^h  the  imp  ementstion  of  the  Sebata  computer  system.  A 
completeness  test  on  the  correct  res  s of  if>dtvidua!  debtors  accounts  could  therefore  not  te 
confirmed  as  correct 

(d)  A credit  note  amounting  to  R87  769  659  could  not  be  vsrified.  Debtors  could  be  understated, 
as  supporting  documentation  amounting  tc  only  RIO  million  cf  the  said  amount  could  te 
obtained  for  audit  purposes.  Supporting  documentation  for  a journal  amounting  lo  R90  millicn 
could  also  not  te  obtained. 

(e)  Receipts  amounting  lo  RT9  073  725  for  payments  made  during  Apnl  2DG5  were  duplicated  on 
the  system.  Ttiis  was  only  corrected  after  year-ertd  and  although  disclosed  as  a nole  to  the 


™*  ^ “’e  understatement  at 

tSaidpa!^^"  """“"""S  *°  039  481  could  not  be  obtained  from 

A payment  for  water  coosumptfon  was  processed  on  30  June  2nas  fnr  R<;n  c 

doc^antation  ccold  no.  be  obtained  f^r  mi, 

Sne^al'Tadge'f  ItVo'™  re"o'?!.VoTnf,^^^^^^^ 

Tal^^lfTbe^'bwfs  seweraer 

explanations  fof  a difference  of  R12  819  OSccoM  notbl  submfttX^"* 

Rfv^  -“-‘<>^^11.4 

02  financial  year  by  this  office  A,  a Sene  .hl!,i«!,  f i *''‘^  reported  since  the  2001- 

jeoi  uy  iiips  omce  AS  a result  the  valxJity  of  this  amount  could  not  be  Verified. 

Measures  introduced  by  management  to  identity  and  recover  monies  reoistered  ir.  th»  J r 
R992°«Erhari'''^!n'^d  '“"f P'oP^dy  because  account  balanws  of  Rli*i2  Imo? 

prfvfoufr^p'rt  ■"  P-9-PhTlO(L,  STe 

verfficaton  o?d^htor8rciufe*cr.^^^^^^^^^  ensure  proper  control  and 

express  an  opinion  on  debtors  of  R89  846  277  a^dkr-r^^T^™*  '*  FOssiWa  to 
slatements,  disclosed  m note  9 to  the  financial 

Completeness  of  income  and  ejtpenPiture 

ai^^RtoVeVT^Vs  ri;Si;  ^ 't' iTo*.^""  '»  «331  309  451 

income  and  exper.ditune  for  the  2004  OS  fran'°  f ® financial  statemenis. 

=;'r.!K3« 

■ « 'SCSJ  °"  "•  ""  “”"■“  " “M  « =11.  «i™m  a 

Ihe  underlevying  of  sewerase^Sarcer™"*'^'*'^  caplured  on  the  new  system,  resulting  in 
Mot  all  consumers  were  charged  for  water  consumption. 
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control,  had  ',^t  im^ememed'l^  W^rrardVo'^'T • ™nagemerrt 

t^iereforc  not  be  executed  and  the  coasibifitv  r>  test  on  Jncome  could 

I 


3.5  Value-added  tax  (VAT} 


(b) 


(c) 


(a)  Due  to  Inadequate  management  noEEcie<!  VAT  orn 

VA?  ’f'"  SolSln  '0  2005 

VAT  tax  vratHfity.  Accord rnn  tr,  ^ ^mcan  Ke venue  Servrce  !n  order  to  calculst^* 

R3  492  824(CR),  The  trial  balartoa  howeverKTnlmo^m  SfVosTSUoRr'’" 

irr  *>-  — y oiscto.,  t„ 

previous  report  dated  7 October  2005,^  ^ ^ '«  paragraph  3.2  of  the 

isstrssr.f;r,s;jr?  "■  “r  “ «t 

vres  rot  claimed,  0"«  '"Stance,  VAT  amounting  to  R1  070  647 

3.6  Long-term  debtors 

The  bclance  of  long-term  debtors  nf  Rqcc  ^ ► 

«rnT"'®  r 30  J^ria  2005  could  hot  be  v^rifT^  as  correct  T i"  '’"®  ® “’®  «"anc/al 

- ols  coDflnmatjon  thereof  could  not  be  obtained  frnm  ^ ^ inadequate  management 

papers  submitted  with  (he  financial  stalemcnts  ^ynicipality  or  from  ihe  working 

3.7  Sank  and  cash 


{^) 


(b) 


could  not  be'lVr^fi^^Ts^correct'^s^ubLartT^^  balances  induded  in  the  bank  account 
the  officials  of  the  municipality.  ^dence  thereof  could  not  be  provided  by 

thereof  MddalsoTorb/sStailt^d?^^  438  624  but  the  details 

Bank  and  c^sh  of  R^'fi  '^7n  u.  i 

statements  at  30  June  ^OOS^ould  thefett"  ''' 
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3.&  PersoTingl 


(3) 


(b) 


{c) 


and  salary  advance  accounSs  refleded  dosing  balances  of  R520  549  and 
K1  083  020  respeatvety,  but  Since  management  controls  were  not  in  dace  to  ensure  that 
amountr^^"  * cleared  limeously.  it  appears  that  expenditure  is  understated  by  the  said 

® policies  and  procedures,  a number  of  employee  fries  and  study  bursaiv 

fcQpni^Jhrj’ud'^r  '^  submitted  for  audit  purposes,  which  placed  a lirtiftaBon  on  the 

Salaries  and  allowances  also  increased  by  14%  to  R77,9  million  but  due  to  a lack  of  Dfoosr 

increases  could  not  in  all  instances  be  subnlittecl  fof^aud\ 

,purposE-5, 


3.9  Inventory 


d documentation  could  not  obtained  for  a journal  effecting  adjustments 

n nri?®  . ® '"adequate  management  policies  and 

d revealed  during  an  audit  test.  The  balatUe  of  stock 

disclosed  in  note  8 to  the  financial  statements  at  30  June  2005  could 

thereioffi  not  bs  verified  a$  correct.  ’ 


3.10  Water  and  efectricity  providers 


(a) 


(b) 


behveen  the  councit  and  water  suppliers,  audited  financial  stafemenis 
^ ^ submitted  to  the  council  within  three  months  sfter  their  finsrcfal  year-end  Due  to 
inade<iuaio  management  procedures,  the  municipality  could  not  prove  that  statements  had 

*“pA'=d  been  reLiv^  and  ova"  ?he 
^ financja!  statements  of  the  municipality  coufd  not 

Payments  amounting  to  Ri2  million  were  made  to  an  electricity  supplier  for  which  the  account 

informs  . on  could  not  bd  verified,  es  ,t  was  not  detailed  to  identi^  the  quanUties  and  the 
Description  of  dirferent  services  rendered.  Differences  in  tariffs  which  could  not  he  exoiained 
were  also  revealed.  It  could  also  not  te  verified  what  methods  were  used  by  the  municipalitv  to 

approved  for  payment.  Adequate  manageZnt 
controls  we.e  not  implemented  to  ensure  that  adequate  supporting  documentation  existed 
before  it  wgs  approved  for  payment. 

Similar  malters  were  atso  included  in  paragraph  3.6  cf  the  previous  audit  report. 
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3-11  Assessment  rates  income 

assessinent  rate  income  amounting  to  R66  sS  jSi7  ^“"3  submitted  for  audit  purpoMs 
Afreet.  A difference  of  R1  25^874  ovfln  t . f®<='>™Ned  and 

report  of  the  previous  firan&al  year,  'nefuded  m paragraph  3 9 (a)  of  the  audit 

S.I2  Grants 

'«-~n 


3.13 


P3  ym  e nt  vouc  h er s not  s ir  b m itted 
Payment  vouchers  totalJmq  R2  6^)4  q^n  ^ 

This  resuited  in  a limrtation^n  oMhe  atd,t  

net  ampfemented  to  ensure  that  do™iAnFLfif!!^  ‘ niapagement  controls  ware 

reported  in  paragraph  3,4  of  ml  pLIrusTe^rt 


not  be  obtained. 


were 


3.14  Provision  for  irrecoverabie  debts 

^S'‘»^'4v„;r  sisrj:;’  •» - 

m*i»n),  Thi.  „„  .,„  „„„„  »»r.[»p.3',5S'S2,2  5°„" 

AUDIT  OPINION 

Because  of  the  significance  of  the  matters  ;r. 

— on  the  rnano-ai  sfefeme.nis  c(  - 


emphasjs  of  matter 


i/ifi!hout  further  ouaiiVng  the  audit 
niatia.i's: 


cpinion  expressed  above,  attention 


is  drawn  to  the  fcilowirg 
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S,  1 W^aknes  s e s i n i nter n a1  c on  tro  I 

(a)  GGRcral  control  weaknesses 

Various  weaknesses  witJr  respect  to  the  internal  coriirol  systems  were  identifjed  and  reported 
to  managemer^t. 

These  in  tern  si  control  weaknesses  are  ham, paring  the  effective  managemenl  of  the 
municipality  and  management  should  lake  drastic  steps  to  correct  the  ineffidendes.  The 
internal  control  weaknesses  are  also  Indicative  o^  the  matters  reported  in  paragraph  3 of  this 
report. 


(b)  Information  and  technological  s ervic as  (IT) 

An  overvlerw  of  the  computer  system  indicated  various  general  control  and  other  control 
environment  defidencies,  as  proper  policies  and  procedures  were  not  always  implemented. 
These  included  the  existence  and  monitoring  of  pofidea  like  IT  strategy,  security,  a business 
continuity  and  disaster  recover/  plan,  access  to  computer  hardware  and  software,  data 
protectior^  and  physical  security. 

(c)  Appropjri'atfOn  account  ^ , 

Journals  processed  on  the  financial  system  were  r\ot  in  all  cases  authorised  due  to  inadequate 
management  polides  and  procedures.  Transactions  amounting  to  R1  314  925  are  therefore 
not  regarded  as  being  properly  authorised. 

5,2  Procuremer;t  process:  Irregular  expenditure 

(a)  A contractor  was  appointed  for  the  renovation  of  the  offices  to  an  amount  of  R125  217  but  it 
could  not  be  confirmed  that  the  proper  tender  process,  as  prescribed  by  the  procurement 
policy,  was  followed.  Furthermore,  instAJctions  were  then  given  to  the  contractor  for  additional 
work  Without  the  approval  of  the  tender  committee  or  the  council.  The  additional  expenditure  of 
R1  070  251  is  therefore  regarded  as  not  properly  authorised.  Management  ccnirols  were  not 
implemented  to  ensure  that  proper  approval  had  been  obtained  before  the  expenditure  was 
irictirted.  This  matter  was  also  included  in  paragraph  5.2.3  of  the  audit  report  of  the  previous 
year. 

(b)  Due  to  inadequate  inanagement  controls,  a signed  contract  for  the  insurance  could  net  be 
submitted  for  audit  purposes.  The  contract  did  not  indfcate  the  monthly  premiums  and/or  the 
annual  increase  in  the  tariffs.  The  resolution  from  the  mayoral  committee  meeling  slated  that 
the  appointment  was  on  the  same  conditions  and  rales  for  the  period  initially  prescribed  in  the 
resolution,  but  the  monthly  payments  increased  considerably  over  a tbree^year  period  The 
minutes  of  the  lender  committee  meeting  slated  that  the  supplier's  contract  be  extended  for  the 
period  of  a year.  Proper  tender  procedures  we.^e  therefore  not  follov/ed  as  amounts  over 
R50  000  require  the  munlcLpalify  to  invite  tenders.  It  was  also  noted  that  the  monthly  insurance 
payments  increased  from  R3 12  541  in  2Q 03  to  R6 54  460  in  June  2004,  to  R7 11  211  in  April 
2005  and  R2  Q09  243  in  June  2005.  According  to  expian3t;ons  provided  the  increase  could  be 
attributed  to  an  advance  payment  of  premiums  In  my  view  payments  in  advance  cculd  be 
viewed  as  fce^rg  irregular  since  payments  were  rrade  for  ser.'ices  not  rendered  yet. 
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Due  to  inadefOuate  manag&Ttanl  procedures^  documerilaUon  relatirig  to  the  tenders  invited^  the 
acpcintment  letters,  correspondence  relating  to  site  meetings,  etc.  could  not  m all  instances  be 
obtained  for  audit  purposes.  This  resulted  in  a limitation  on  the  scope  of  the  audit  and  it  could 
therefore  not  be  verified  if  proper  tender  procedures  were  followed,  if  tenders  were  invited  at  all 
and  whether  the  requirements  of  the  procurement  policy  were  adhered  to. 

Adherence  to  paragraph  8,2(iv)  of  the  procurement  policy  on  the  adverlisingi  of  tenders  could 
not  b©  properly  ver.fi ed,  as  the  information  could  not  be  submitted  when  reguested  for  eudrl 

purposes. 

The  lender  committee  resolved  that  a contractor  be  appointed  who  was  not  recommended  by 
the  consultants,  as  the  coniractor  had  the  most  experience  to  succes^ully  completa  the 
project.  The  preference  point  system  as  proscribed  by  the  preforonce  procurement  pdicy  v-fss 
thus  not  followed. 

In  a mayo  rat  committee  meeting  it  was  resolved  that  a contractor  be  appointed  for  electricity 
works  as  they  were  the  only  100%  eguity^riven  company  of  all  the  tenders  revived.  It  was 
however  noted  from  the  tender  adjudication  report  that  the  contractor  was  third  in  the  ranking 
With  the  third  highest  points  and  it  would  therefore  seem  that  the  preference  point  system  as 
prescribed  by  the  preferencs  procurement  policy  was  not  used  to  determine  the  most  suitable 
tender  for  the  contract. 

a mayoral  committee  meeting  it  was  resolved  that  a contractor  be  appointed  as  they  were  af 
that  time  also  involved  in  another  sirnllar  project  of  the  munidpalily  and  obtained  the  highest 
points  from  the  tender  adjudication  report.  In  this  report  concerns  regarding  the  contractor  were 
stated  regarding  the  incorrect  pricing  of  the  tenderer  for  the  22  kv  breakers  and  other 
equipment  that  might  reauU  in  a cash  flow  problem  for  the  contractor.  After  adjusimertts  had 
teen  made  to  the  incorrect  press  in  the  tender  document,  the  price  increased  and  was  then, 
not  the  lowest  amount  tendered.  Procurenvent  points  were  not  adjusted  after  the  adjusted 
lender  ^rr^oum  of  the  tenderer.  It  was  recommended  by  the  consu.tants  that  another  tender  be 
appoir^tea. 

Various  cell  den  cies  in  the  procurement  process  were  also  reported  in  paragraph  3.4  of  the 
previous  report. 


Non-compliance  with  laws  and  regulations 
/nfema/  sudit  function 

Ow'ing  to  certain  non-ccmpliance  with  standards  of  the  Institute  of  Iriiernsl  Auditors,  no  reliance 
was  placed  on  the  \wofK  of  the  internal  audit  section  of  the  municipality.  This  matter  was  afso 
reported  in  paragraph  5.2  3(b)  of  the  previous  report, 

UnsuthorisGd  expenditure 

Actual  operating  expenditure  for  the  rinancia!  year  exceeded  the  approved  budget  by 
R19  539  559,  resulting  in  unauthorised  expenditure  in  terms  of  section  1 of  the  fAunicipal 
Finance  Management  Act,  2003  (Act  No.  5S  of  2003)  (MFfM).  Adequate  managerr.ent  controls 
were  not  implemented  to  ensure  that  the  budget  was  prcperly  controlled. 
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Perfo™,„ce  of  th^  „,u„icip„ity 

the  ntT'idheTe'^^  ’secSonTTmto  "^t  “““  ""  ''® 

of  ^sreemeni  did  not  exist  This  a'lhoogh  a 

of  the  previous  report.  "35  also  reported  in  paragraph  5 2,3{d) 

(^){b}  of  the^MSA  MUldljlo^ofbe^sub^'!®  contracts  as  requited  by  section  57 

dslablishod  on  whal  basis  these  pcrfonnance  eJLuafonTSo"  ™' 

R^poftinQ  to  the  TMasury 

KheduIesasrequireTbyse^cdci  TIO^onCmM^  developed,  the  budget 

this  requirement,  a monthly  hudoel  slatemen  h^.n  h I to  Treasinv.  In  ferws 

deysafter,heendofeachmo^n.htll"X":.ti“g'S^^^^^^^^^^^^ 

Sahriss,  wages  and  aihwances 

stipulates  that  *t=c°accouX7fffiMrT“™  muT  "It'ch 

expenditure  incurred  by  the  murric^elity  on  SaS  safe  t™*'  on  ell 

^ese  reports  were  not  sutrr.itted  to  couna!  as  required  ^''“"^nces  and  benefits. 

^0  Ovortf/nB 

Conditions'* cf  Ernpl^mern  ’''‘®  ®3S'C 

must  not  alJow  an  employee  to  v/ofk  mere  than  act  an  employer 

hours  a week  and  payment  must  ^ overt  me  a day  and  more  ths^n Tn 

The . (ihfit  was  «xc';i:ierlrcon^der™  Z;  Tnd  'f T 
municipality  did  not  exercise  adeduste  r-nnr^f^  ^ '*  therefore  seem  that  the 
ovenfme.  Approval  of  overt  me  pS  of  a pdfev  on 

and  therefere  overtime  fs  not  regarded  as  properiv^au^hnn^sT^TL!^'^'^^^  ^^btained 

paragraph  5,3.1  (e)  of  ihe  previous  repon.  ^ carter  was  also  reported  fn 


(0) 
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(g}  Financhi  statements 

(i)  Submission  of  fi  n arcia  I statements 

The  financial  statements  should  have  been  submitted  within  three  months  after  year-end 
cn  30  September  2005  in  terms  of  section  l26(1)of  Ihe  WFMA.  The  fnanda!  statements 
were  submitted  on  3 October  2005  and  resubmitt^  on  1 1 October  2005.  On  9 Cecembef 
2005  a letter  was  received  that  the  financial  statements  were  withdrawn,  which  letter  was 
subsequently  withdrawn  on  17  May  2006,  Deviations  from  prescribed  disclosure 
requirements  were  also  noted.  Adequate  management  controls  were  not  implemented  to 
ensure  that  the  financial  statements  correctly  disclosed  and  were  submitted  in  good  time 
This  ncn'ccmpliance  was  also  included  in  paragraph  5.2,3  (c)  of  the  audit  report  of  the 
previous  year  dated  7 October  2006,  Due  to  capacity  problems,  the  audit  report  could  not 
be  finat’ised  as  this  office  was  at  that  point  busy  with  the  compleiron  of  other  staiuiory 
audits, 

(ii)  Debtors 

The  debtors'  days  outstanding  are  regarded  as  eidremely  high,  which  had  a negative 
influence  on  the  cash  flow  and  couid  also  have  a nogailve  effect  on  service  delivery  of  the . 
council.  This  matter  was  also  included  in  paragraph  5,1  (a)  of  the  audit  report, for  the 
previous  financial  year  dated  7 October  2005,  The  average  recovery  rate  of  debtors  is 
calculated  at  248  days  instead  of  492  days  as  disclosed  in  note  9 to  the  financial 
statements. 

(lii)  Contingent  liabilities 

I 

Contingent  liabiiitres  were  disclosed  as  R74  600  in  rsote  34  to  the  financial  staten^ents.  The 
figure  reflected  only  guarantees  in  respect  of  housing  loans,  the  same  as  the  previous  year. 
A list  to  verify  the  information  was  requested  and  could  not  be  obtained.  The  following 
additional  contingent  liabilities  were  discovered  when  the  court  cases  against  the 
municipality  were  investigated: 

• Suildings  were  erected  cn  a sjte  the  lessee  was  renting  from  the  municipality.  The 
municipality  (lessor)  did  not  condone  the  erection  Of  buildings  and  ended  the  lease 
contract.  The  Lessee  claims  compensation  for  buildings  constructed  of  ± R250  GOO. 

■ The  municipality  cancelled  a tounsm  contract  prematurely.  Possible  claim  for 
outstanding  fees  ± R150  000. 

* The  municipality  intended  to  cancel  the  contract  with  the  tenderer  due  to  dsaalisfaciton 
relating  to  service  delivery.  A final  amount  of  R105  OCO  has  to  be  settled. 

It  would  therefore  seem  that  the  contmgent  liabMes  had  not  been  correctly  disclosed  in  the 
financial  statements. 


lO 


s.  4 Matt  a rs  I n the  pu  b ! ic  i n tefsst 

(^)  Legsi  expenses 

AtirtjH,  tji  oftfiT  iit  wefs  ificjrred  dutino  lbs  flnsbcial  yssr  under  revisv/t 

sHrHrr£;K?rsiSss^^ 

procedures  iri  this  regsfd. 

(b)  Lczs  of  income 

Interest  was  not  raised  on  seivice  outstanding  accounts  for  ttie  period  January  to  JH” ® ^MS, 

due  to  a system  upgrade  which  affected  the  billing  and  i^e  lata  issuing  of  accounts.  According 

to  the  report  the  estimated  loss  was  calculated  at  R4  423  863. 

J (c)  Water  serv/ees  not  charged 

(i)  Many  consumers  in  the  area  were  ntjt  charged  for  the  water  service  they  fewived  frorn 
the  municipality.  According  to  the  municipaiily  LI  is  the  responsibly 
providef  About  10  000  water  meters  were  since  installed  al  households  and  they  would 
in  future  be  charged  for  water  consumption,  Basc^d  on  the  average  consumptjon 
calculated  for  a year,  Ihe  losses  could  amount  to  R48  million.  ^ 

(li)  The  munidpality  paid  the  water  service  provider  for  me  services  render^  but  the  income 
received  by  the  service  provider  was  not  paid  over  to' the  munECipality.  The  cal^lated 
amount  was  RS  million  for  the  year  under  cons i deration.  It  therefore  seems  that  the 
municipality  does  not  exercise  effective  control  to  ensure  that  amounts  are  collected  from 
the  service  provider. 


(d)  Eiectric  iiy  and  wa  ter  f os  s es 

/n  The  total  water  fosses  suffered  amounted  to  R35,04  million.  This  is  regarded  as  very  high 
and  il  seems  that  the  provision  of  water  snd  the  collecting  of  income  for  the  service 
provided  were  not  adequately  controlled 

tn  Electricity  losses  amourrted  to  R5,45  million  which  represents  21%  units  lost  In 
dislnbution  as  a percentage  of  units  sold.  This  is  regarded  as  high  ar^d  il  v^ould  seem  that 
the  provision  of  eleciricity  and  the  collecting  of  incomie  for  the  service  provided  were  not 
adequately  controlled. 
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fej  Special  investigation 

on  recuest  of  ths  Oepartment  of  Local  Governor.ert  and  Housing,  an 

Scrte^W  said  dapamrent  and  tha  coundl.  This  manar  ^vas  also  mcudad  m paragraph 

3.^(0)  of  the  previous  report. 


6.  appreciation 

The  assistance  tendered  by  the  staff  cf  the  Maluti-A-Phofurrg  Local  MuniPpalily  during  the 

audit  is  sincere!/  sppreciated. 


O 


BJ  n Niekerk 
for  Auditor-General 


05  Qecember  2006 


t: 


REPORT  OF  THE  AUDITOR -GENERAL  TO  THE  MEMBERS  OF 
THE  COUNCIL  ON  THE  FINANCIAL  STATEMENTS  OF  THE 
MALUTI-A-PHOFUNG  LOCAL  MUNICIPALITY  FOR  THE  YEAR 

ENDED  30  JUNE  2004 


AUDIT  ASSIGNMENT 

The  financial  slatements  as  set  out  on  pages  4 to  20,  for  the  year  ended 
30  June  2004,  have  be«n  audited  in  terms  of  section  183  of  the  Constitution  of  the 
Republic  of  South  Africa,  1996  (Act  No.  103  of  1996),  read  v/ilh  sections  4 and  20 
of  the  Public  Audit  Act,  2004  (Act  No.  25  of  2004). 

These  financial  statements,  the  maintenance  of  effective  control  measures  and 
compliance  with  relevant  laws  and  regulations  are  the  responsibility  of  the 
accounting  officer.  My  responsibltity  Is  to  express  an  opinlorr  on  these  financial 
statements,  based  on  the  audit, 


NATURE  AND  SCOPE 

The  audit  v/as  conducted  in  accordance  with  Statements  of  South  African  Auditing 
Standards.  Those  standards  require  that  I plan  and  perform  the  audit  to  obtain 
reasonable  assurance  that  the  financial  statements  are  free  of  material 
misstatement. 

An  audit  Includes: 

• examining,  on  a lest  basis,  evidence  supporting  the  amounts  and  disclosures 
in  the  financial  statements 

• assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management 

• evaluating  Uie  overall  financial  statament  presentation, 

Furthermore,  an  audit  includes  an  examination,  or  a test  basis,  of  evidence 
suppcrtng  compliance  in  all  material  respects  vA\h  the  relevant  Eav;s  and 
regulations  which  came  to  my  attention  and  are  applicable  to  finanaal  matters. 

The  audit  v/as  completed  in  accordance  with  Auditor-General  Oiractlve 
No,  1 of  2005. 


QUALIFICATION 


Inventory 

The  Internal  control  systems  regarding  Inventory  were  not  properly  developed  and 
documented,  which  resulted  m electrical  stock  of  R1,8  million  not  being  included  in 
the  balance  disclosed  in  the  financial  statements. 

With  reference  lo  paragraph  3.8(3]  of  my  previous  report  dated 
21  December  2004,  and  ovjing  to  material  weaknesses  In  the  internal  control 
system  regarding  the  stocktaking  process  in  the  2003-04  financial  year,  no 
reliance  was  placed  on  the  results  thereof.  Accordingly,  I could  not  confirm  the 
balance  of  Inventory  of  R454  209  In  the  financial  statements. 

Live  stock  at  a dairy  farm  v/as  not  included  In  inventory,  resulting  in  the 
understatement  of  stock  by  an  unknown  amount. 

Value  added  tax  (VAT) 

The  dosing  balance  of  the  VAT  control  account  of  R11  million  at  year-end  could 
not  be  verified  as  correct  because  no  reconciliation  has  been  performed  between 
the  VAT  returns  and  the  figures  In  the  balance  sheet  due  to  a lack  of  internal 
control  procedures. 

Cash  flow  statement 


The  ncn-cperaling  expenditure  of  R22,2  million  in  the  cash  flov/  statement  could 
not  be  verified  owing  to  a lack  of  supporting  documentation.  The  verification  of  the 
cash  flow  statement  amounts  of  n on- ope  rati  expenditure  Irt  the  previous  year 
could  also  not  be  verified  and  was  reported  on  in  paragraph  3.7  of  my  previous 
report  dated  21  December  2004. 

Procurement  of  goods  arid  services 

Due  to  inadequate  management  controls  payment  vouchers  v/ere  not  properly 
filed  and  could  not  be  traced  far  audit  purposes,  which  had  the  result  that 
expenditure  amounting  to  R5  950  866  could  not  be  audited.  In  other  instances, 
progress  certificates  that  work  had  actually  been  completed  for  payments  totalling 
R1  645620  could  not  be  submitted.  The  non-submission  of  these  vouchers 
placed  a material  limitation  on  the  extent  of  testing. 

Management  policies  and  procedures  vjere  not  in  all  instances  followed  by  the 
responsible  persons,  which  resulted  In  a contract  having  been  awarded  to  a 
contractor  for  electrical  services  notwithstanding  it  being  against  the  scoring 
allowed  In  terms  of  the  council's  preferential  procufement  policy.  This  resulted  In 
additional  expenditure  of  R464  710  (2003:  R760  021).  Documented  resolutions  as 
well  as  a proper  roratiof>  plan  for  the  awarding  of  tenders  also  did  not  exist. 
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«f) 


>.  (e) 


(c)  Approval  and  a contract  for  the  provision  of  a detiveiv  service  to  the  municioalttv 

^ “uld  not  be  submitted  whte  in 

be  suSS.^*  quotations  for  payments  totaliing  R348  585  could  not 

Je^ioS^"  ®<'i''dicafion  of  tenders  for  the 

;iiSr=ss.T«?sr  nrr  z t 

Problems  regarding  the  pfocurement  process  at  the  municlDalitv  ha«e  h™ 
reported  on  numerous  occasions  in  my  previous  reports  of  2001-02  and  2002-03. 

On  rei^est  of  the  Department  of  Local  Government  and  Housino  I am  cumenllv 
conducting  a special  investigation  into  alleged  irreqularrtfes  inv?^^,M^?h^ 
procurefTjent  of  a revenue  management  contract  The  results  of  thr«  in  i- 

SlSth'anr  "r  “ becomS  aSf  S 

3.5  fnsurancG  for  possible  liabilities 

As  the  insurance  agreement  was  not  signed  by  the  councii  and  insurance  broker 
a material  uncertainty  existed  regarding  possible  liabilities  in  this  regard. 


3.E 

(a) 


(b) 


{c) 


3.7 

(a) 


Payments  mads  (o  water  and  olectricity  providers 
The  municipality  made  payments  of  R7.4  million  and  R6.2  million  In  resoecl  of 

fw  d^Ml'l'Sec^SoM  S"“  “■  “ 

tnSTvmeVta  a m^fr®"  information  had  the  effect 

tna^  payments  of  R15.4  miilion  coutd  not  b6  confirme<l  This  was  akn  rfinnr+=H  ir. 

paragraph  3.4(a)(iii)  of  my  previous  report. 

'!r?  ^Sreernents  between  the  council  and  two  water  and  eleclricitv 
pp  lers  audited  financial  statements  should  be  submitted  to  the  councii  within 

these  statenients  have  been  received  and  evaluated.  The  possible  effect  it  mav 
ave  on  the  financial  statements  of  the  municipality  was  not  determined. 

Fixed  assets 

No  internal  controj  processes  or  frameworks  vrere  in  place  to  ensure  that 
expenditure  capitalised  in  the  ledger  was  also  updated  in  the  asset  register. 
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(b) 


(0 


(0} 


(e) 


(a) 


(b) 


3.3 

(a) 


(b) 


3.2(c)  cf  rny  previous  report.  9 a so  reporletJ  on  jn  paragraph 

a<:c.,acy  because  me  munSiKoX ^ cumptemnese  and 
total  assets  under  the  control  cf  the  counJi  tw  verified  the 

numerous  occasions  but  to  no  /aSa^  reported  on 

^^®®"^regtste,'‘me  cunem  confrol  over  the  fixed 

Iraang  and  identification  of  fixed  S 

paragraph  3,2(d)  of  my  previous  report  ManaoLTn^L^^u.  “n  i" 

Of  upbatrng  the  asset  register  had  cornrnSdX  yea?4nf 

totalling  R75  million  that  had  been  (ransbrri.^f*'^*^'*^k®'^®*“*’'°'’  assets 
to  the  b'rbeen'^rrd:^ 

comrrtttrents  and  thEref^e  «rntriitmerts^^^ 

statements,  could  again  not^!^enfied  snamlf.  “ ">«  *"=ntia! 

was  also  reported  oa  aoraoh  ® ®‘  appropriate  records.  This  matter 

2004.  Pafaoraph  3.2(g)  ,n  my  previous  report  dated  21  Oecembei 


3,8  Receipts 


Adequate  maragemeni  controis  were  not  in  olacA  au*/  ih*  v ^ 
audited,  tvhich  IS  of  serious  ^cn^4^  - "ILtd 

&ilio;TararLr  P-f  tba, 

rece,vad  a,  the  munldpalft^  ^uldT,  be  subSTf"!  I"av"  "'■ 
eampleteneas  and  validity  of  grants  received  could  not  be  ronfiTOwf  therefore  the 

Assessment  rates  income  and  related  matters 

“sr,r«s,s  ™s  * ""  •■»">■' 

and  the  financial  statements  of  RrgTea?  ihf 
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') 


(a) 

(t>} 


(c) 


(ti} 


<e) 


(f) 


(g) 


5 SZ7.  ^ «« 

income  is  overstated  by  an  unknown  amount  " ^ assessments  rates 

r-S",2  srarsrs'SLrr.  t," 

obtained  for  audit  purposes  Jn^  vea^1,L^=?*’“  ®''*l  not  be 

fon  whion  nc  supper/™  su'^  as 

sjbmitted,  register  or  cojaaf  approval  could  be 

ZT  T "^^"agement 

Of  .e  aforemen^pned  coufd  u.mai 


3.10  Oebtors 


R8,6  million  we™ni,slj  Sfd'in  yesr^SlSr 

African"Lvlnu\"  rr?ice^°ou?d"rt  b^l'Tbmitted  Th"* 

allegedlif  owed  on  capital  items  meJuded  RS50  000 

financial  year.  As  a result  the  validity  of  W^s  amoureSuW^n^/beS^r 

13.22% 

overstated  and  income  could  afso  beUrsta.ed  b^  aneSI  '* 

/be  of  /nn^il^^'^^rfinarj 

Rf  73  899  091  nould  noTbrveri^eitX  o' 

ttiat  .a««t  mui  me  finatuaal  staiemente.  “<  a laoineaiaBon  at  yaaMna 

Safme7^r£i,;;?t?rreS: 

year-end.  ^ Linderstated  by  approximarefy  R4  J million  at 

If'L“er  20of  P^^vious  repon  dated 

aWst™  ro“  -^-itted  for  audibng  in 

Seta^'offhss/L/rvic'uw;:  sTSotfe^s  “4"!“^ 
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balances  of  R992  42S  (2003:  R617  051)  have  been  identified.  This  matter  was 
previously  reported  on  in  paragraph  3.4(a)  of  my  report  dated  21  December  2004. 

3.11  Long-term  debtors 

(a)  The  short-term  portion  of  the  long-term  debtors  of  R855  255  at  year-end  could  not 
be  verified  owing  to  weaknesses  in  the  Interna!  control  system  that  resulted  in  the 
relevant  supporting  documentation  not  being  submitted  to  the  AG. 

(b)  Arrear  contract  account  balances  of  consumefs  amounting  to  R1 1,4  million 
(2003;  Rt],7  million)  at  year-end  could  not  be  verified  against  relevant  supporting 
documenlation  and  as  a result  the  accuracy,  completeness  and  recoverability  of 
this  balance  could  not  be  confirmed.  It  is  of  concern  that,  after  three  years  of 
reporting,  the  municEpality  could  still  not  provide  proof  of  what  these  account 
balances  consisted  of. 

This  matter  has  also  been  reported  on  In  paragraph  3.9  of  my  previous  report 
dated  21  December  2004  but  has  not  been  addressed  by  the  municipality. 

3*12  Creditors 

(a)  Owing  to  a lack  of  management  processes  over  creditors  the  creditors  balance  of 
R54  077  306  in  the  financial  statements  could,  in  the  absence  of  supporting 
documentation,  not  be  verified  as  complete  and  therefore  the  validity  of  this 
com  mi  Imenl  could  not  be  confirmed, 

(b)  Owing  to  inadequate  management  controls  over  the  venficalion  and  follow  up  of 
aeditors  an  amount  of  R189  910,  representing  outstanding  orders  are  included  In 
the  creditors  balance  in  the  fnancial  statements.  The  validity  of  this  amount  could 
not  be  verified  since  it  represented  an  obligation  for  services  not  rendered  before 
year- end. 

3.13  Investments 

Owing  to  a difference  betv/een  the  financial  statements  and  investments 
certiferes  the  completeness  of  ir^vestmenls  of  R32  551  445  could  not  be 
confirmed.  A similar  problem  was  also  reported  in  paragraph  311(b)  of  my 
p re viou  s report  d ate  d 2 1 Oece  mber  2004. 

3.14  Income 

(a)  Ovhng  to  a calculaticn  error  dinic  services  Income  was  Incorrectly  stated  in  the 
iraome  statement  as  R1  430  906,  instead  of  R2  430  906.  Management  was 
afforded  the  opportunity  to  correct  this,  but  they  did  not 

(b)  The  trading  and  economic  services  income  of  R142  805  336  were  not  reconciled 
with  the  financial  statements  O'wtng  to  inadequate  management  pr(x:edures  As  a 
result  the  completeness  of  this  Income  could  not  be  verified. 


3 


30/05  07  V.ED  091^^3  VA\ 


3.15 

(a) 


tb] 

(C) 


3.16 


3.17 

(a) 


(b) 


(C) 


Long-term  liabilities 


OMTig  to  mcorrect  calculations  not  detected  due  to  a lacik  of  internal  contrel 
regarding  mtemat  checking,  the  capital  charges  expensed  in  the  income  statement 
0 R5.6  mrElfon  did  not  agree  wlh  the  capital  charges  disclosed  in  the  cash  flow 
slatement  of  Rlo.a  mlon,  Differercas  in  capital  charges  have  also  been  reported 
on  in  paragraph  3/1 2(a)  of  my  previous  report  dated  21  December  2004. 


Irt  the  absence  of  appropriate  supporting  records  for  an  amount  of  R1  ^75  650  the 
short-term  portion  of  long-term  liabilities  of  R2.2  million  could  not  he  verified. 


Owing  to  inappropriate  measures  to  secure  records  at  the  municipality  suppcrtinq 
records  for  a loan  of  R1  million,  included  in  the  total  balance  of  external  loans 
could  not  be  submitted  to  verify  the  validity  thereof. 


Proof  that  endowment  poiides  have  been  ceded  to  third  parties  as  collateral  for  a 
R20  mfllion  loan  could  not  be  submitted  to  rr^e  owing  to  the  fact  that  management 
did  not  have  an  internal  framework  of  monfloring  in  place  over  this  transaction 
which  placed  uncertainty  over  the  enforceability  of  this  amount. 


Cash  and  bank  balances 


Management  procedures  to  recondle  the  bank  statements  with  the  cash  book 
were  not  functioning  properly  and  as  a result  differences  betvreen  the  two  records 
with  a net  value  of  R6  366  126  exisled  at  year-end.  Owing  to  these  differences  the 
completeness  of  the  cash  book  balance  of  R2  368  398  couid  not  be  confirmed. 

Personnel  expenditure 

The  various  leave  regulations  applicable  to  municipal  employees  made  provision 
that  leave  credits  are  forfeited  should  leave  not  be  taken  vnthin  a certain  period. 
These  provisions  were  not  enforced  by  the  municipality  and  the  fact  that  working 
papers  substantiating  the  balance  could  not  he  submitted  placed  doubt  on  the 
accuracy  of  the  accumulated  leave  balance  of  RA  661  061  at  yesr-end  as 
disclosed  in  the  financial  statements. 

Management  controls  did  not  delect  a difference  that  existed  between  the 
financial  statements  and  the  aalary  schedules  of  R!  109  301,  which  couid  not  be 
resolved  at  year-end.  As  a result  of  this  the  accuracy  of  salaries  and  wages  in  the 
finandai  statements  could  not  be  confirmed. 

Owing  to  v/eaknesses  in  the  internal  control  system  regarding  the  control  over 
personnel  files  the  verification  of  personnel  data,  auditing  of  leave  transactions 
and  service  terminations  could,  in  91%  of  the  cases  tested,  not  be  done  as 
personnel  fries  requested  were  not  submitted  for  auditing.  Management 
acknowledged  that  there  was  a problem  with  the  controlling  of  personnel  files  and 
intended  assigning  an  official  to  exercise  control  over  personnel  files  but  at  time  of 
writing  this  report  these  files  had  still  not  been  submitted  for  auditing. 
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(d) 

Management  did  not  apply  procedures  to  ensure  that  two  suspense  accounts  with 

3.18 

outstanding  balances  of  R757  757  were  d eared  at  year-end  and  ov^lng  to  that  the 
personnef  expenditure  was  overstated  by  this  amount. 

Salances  from  the  previous  year  not  corrected  in  the  current  year 

Owing  to  inadequate  management  processes  in  place  at  the  munidpatity 
numerous  findings  reported  in  paragraph  3 of  my  previous  report,  v^hich  had  a 
firrancial  influe rtce  of  that  year's  financial  statements,  have  not  been  corrected. 
The  effect  U may  have  on  the  2003*04  finandal  statements  v^as  not  considered  by 
managemenL 

4. 

'.±J 

DISCLAIMER  OF  AUDIT  OPINION 

Because  of  the  significance  of  the  matters  referred  to  In  subparagraph  3, 1 do  not 
express  an  opinion  on  the  financial  statements. 

5. 

EMPHASIS  OF  MAHERS 

Wthoul  qualifying  the  audit  opinion  expressed  above,  attention  is  drawn  to  the 
followirg  matters: 

5,1 

Matters  affecting  the  financial  statements;  going  concern 

The  Mowing  examples  ^ich  have  a effect  on  the  viability  of  the  Council  is  a 
concern: 

DMors 

The  period  to  collect  monies  owed  to  the  council  deteriorated  significantly  to  492 
days  in  the  2003-04  financial  year,  which  had  a negative  influence  on  the  cash 
How  and  service  delivery  of  the  council.  In  the  previous  year  the  debt  collection 
period  ’was  369  days  and  tnis  was  reported  on  in  paragraph  3, 1(a)  of  my  previous 
report  dated  21  December  2004. 

(t» 

Losses  of  economic  services  snd  trading  serv/ces 

(i)  Due  to  inadequate  management  policies  the  dumping  site,  which  is  classified 
as  an  economic  service  in  terms  of  the  IMFO  requirements  and  should  break 
even,  suffered  a loss.  The  council  budgeted  for  a deficit  of  R432  559  and 
realised  a loss  of  R31 1 309  (2003:  R274  893)  contrary  to  the  prescripts.  The 
same  matter  was  also  reported  on  in  paragraph  3.1(b)  of  my  previous  report 
dated  21  December  2004. 

(ii)  Management  procedures  were  lacking  to  accurately  measure  electricity 
distribution  losses,  which  resulted  in  a calculated  loss  of  R6,9  million. 

[0 
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5.1 

5.2.1 


Matters  not  affecting  the  financial  statements 


Weaknesses  in  Internai  control 

Various  shortcomings  in  internal  control  were  found  during 
following; 


tfie  audit,  including  the 


(a)  BudgG^sry  process 

?.mpS”y“.m  piRlS'  «>(<»,«»<«•"»“«<»•»■ 

months  of  the  financial  year. 

(iii)  The  ‘“"S'!  “jf  “ 

s:"i"rerr»’;s.^ 

DLirposeSe 


lomputer  systems  environment 


Owing  to  an  inadequately  developed  management  framevvoik  and  a » 
poliClL  and  procedures  with  regard  to  the  computer  system  environment 
there  were  no  security  policies,  strategic  plan  for  information  systems,  a 
business  ccnUnuity  and  disaster  recovery  plan,  the  setup  of  users  on  the 
system  and  appropriate  segregaticn  of  duties  at  the  municipality.  An  IT 
steerino  committee  did  also  not  exist. 


1 reported  on  this  previously  in  paragraph  5.1(b)  in  the  previous  report  dated 
21  December  2004. 


(ii)  Weaknesses  in  the  physical  security  environment  of  the  computer  systems 
have  been  identified  but  ov/ing  to  inade^^uate  management  policies  and 
procedures  to  address  these  weaknesses,  the  safeguarding  of  information 
and  ccmpuier  systems  vm  compromised  at  the  municipality  A similar 
matter  was  also  reported  on  in  paragraph  5J{bl  of  the  previous  report  dated 
21  December  2004. 


{c}  F'tn^  nc/a  t scco  un  ting  process  es 

Management  has  not  developed  and  documented  job  deschpbons  and/or  written 
policies  to  provide  full  guidance  for  financial  accounting  processes  of  each  of  the 
main  cycles  soch  as  municipal  services,  investments,  debtors,  income,  etc.  that 
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(d)  A s^ef  /Tj3f)age/n  e/j  f 

(i)  ManagemErt  did  not  have  appropriate  policies  ard  procedures  regard™  the 
maintenance,  saf^uarding  and  timely  disposal  of  redundant,  obsolete  or 
damaged  assets  of  the  ccundJ  rn  place  for  the  year  ur^der  review. 

{(I)  Instances  of  irregularities  and  misuse  of  municipal  vehicles  could  not  be 
excluded  OMng  to  die  material  internal  control  weaknesses  that  were 
Identified  with  the  fleet  management  system  during  the  audit.  Similar  findings 
nave  also  been  reported  on  by  the  internal  audit  section  but  have  not  been 

Cleared  by  management. 

This  office  also  reported  on  internal  control  weaknesses  over  municipal 

(e)  Persann  ei  m ansg  em  e/j  i 

(i)  Management  did  not  put  measures  in  place  to  ensure  that  leave  balances 

were  maintained  off  line  In  the  event  of  system  failures  and  as  a result  leave 
credits  could  not  be  verified  owing  to  the  unavailability  of  the  computer 
system  at  the  time  of  the  audit.  ^ 

(ii)  Owing  to  weaknesses  in  the  internal  conlrol  regulating  overtime  work  and 

overtime  pay  employees  were  remunerated  in  excess  of  30%  of  their  basic 
salaries,  which  exceeded  the  limit  prescribed  by  the  Basic  Conditions  of 
employment  Act,  1997  (Act  No.  75  of  1997).  Normal  time  was  booked  as 
at!  mstan^T  approvals  and  time  records  could  not  he  submitted  in 

(III)  Management  controls  over  the  Issuing  and  receipt  of  payrolls  were  laclorn 
and  resulted  in  numerous  payrolls  rot  being  returned  to  the  pay  office.  ^ 


(0  Investments 


(») 


to  R97  million  during  the  year 
^08  ffn?®' “i" newinvestmLts 

invesl^!Lm  ‘I-  « 'ack  of 

(II)  The  investment  register  balance  of  R51  021  051  could  not  be  aqreed  wi‘h 

*'  •"  -»■»»  «s:r»r 
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(9)  Retimed 

dated  ^2'^SSf  VSrf  32'®  2'^3(a)  in  my  previous  report 

involving  the  appropriation  a^^oun.  were  not  aSoS  Sopert 


(h) 


J 


6.2.2 

(^) 


I^Byment  for  goods  and  services 


made  on  non- original 'for^whichX  0 ^^63  248  were 

payments  were  duplicated 

ratable  supplies  during  the  year  under  revfcl.  O"  don- 

Matters  tn  the  puUic  Interest 
Fruitless  and  wasteful  expenditure 

expenditure!lwin9^?o  ScounteZ'^LS  set«ed°"'Z'^‘^ 

(io  A gcwds  shed  rented  by  the  council  at  a cost  of  R7b  71, 
mumcipairty  and  reported  on  bv  internTl!wi^^TJ^^."^® 
fruitless  expenditure  and  could  be^vSed  if  prSer  Z '®  '<>  be 

w..a  « W,=.  At  tt™  ^ ^ „ » iXrSn'tSiT 

""’  at'sr  r f ■>'  *'» »"»«« 

placement  policy.  T^is  expenditure  of  R925  3d^  result  of  the  council's 

and  fruitless  expenditure  which  could  be  wasteful 

managennent  polices  were  in  place  ^ curtaifed  if  proper 

W M^nsgemeni  support  team 

assist  the  friuriicipaTtyTtLm^^^^  consultants  to 

the  2003-04  firtandal  year  a con«m  tZhlfZ®"'  P'»9ramme  in 

matters  raised  in  this  report  have  beenlrf^nCr^Z '®  ® number  of  the 

which  did  not  materialise^  identified  for  ratification  by  Ihese  entities, 

«'=?S;a.r2o=o4° »w  ■>' p..*..  ™.oA 
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(b) 


5.2.3  Non.compliance  with  laws  and  regulations 
(a)  Unauthorised  expenditure 

A renovations  contract  to  tfie  valuf^  nf 

totalling  Ri  13^(469  were  made  to  lhe^contrariL'’'Ih^^'‘'®''^®'*•  P^yt^ents 
approved  in  terms  of  council  detegadons  l^nL  appropriately 

prcfcedufes  (for  examp fe  advertisiVvj  ^ne  n ^ v Pence  that  prescribed  tender 
followed  could  also  not  be  submitted.’  ^ ° quotations/tenders,  etc.)  were 

section  10(G)(2){i)^of  the  LGm  considered  to  be  unauthorised  in  terms  of 
Internal  audit/audit  committaes 

management  was  stiH^n  meprocesHf  devebm'^^' 
measures  that  were  no,  ye,  completed  oJng 

Of -y  P-ious  report 

JudlfSrnVeeS^^^^^^  dZTK  loW  ^ ^^Port  the 

during  the  2003-04  financTyLf  couM  ^ 

responsibilities  entrusted  to  Ihis'^commiBrJ  in  .o,  'ft® 

standard  rules  for  councillors  have  been  comp|ied"Idth 

Sudm/ss/onofffnanc/a/sfafementeanrf,ssumgofa„drtr^^^ 

year-end  on  30  Sept'ember  2004  in^term^s^^"  submitted  within  three  months  after 

financial  statements  have  been  accepted  on*iaMarlh200S^aftf^ 
to  the  municipality  on  18  November  2004  = ,,,  < ^’^''’9  returned 

dre  IMFO  guidetiLs.  OwK TS  of  r^aL  ' " 
oh^nse.  were  "” 

Non-comp]iance  v/Jih  section  10fGlf2Up\  nf  iha  i nr  a 
paragraph  on  in 

information  wa^  submfed  rsVifoffIce°\vaTaftrt  "ben  the  final 

compfetion  of  other  statutory  auditSw 

4ppo/n, merit  of  managers  dfrect/y  accountahfe  to  themnnfcpa/  manager 

30  June  2004  amounted  to 

P^ynnents  made  in  terms  of  these  Pac^ag^es  rdTot^,~ 


fcj 


H 
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2000  (Act  .— ^ 
wpre  sLoned  during  May  2004. 


V-/ 


(^) 


(f) 


Compliance  Wirt  rta  DiWc/on  of  Revenue  Acl  fDoRAJ 

Reports  for  gfants  received  from  to  the  statutory 

Ac/fierenee  to  other  teg/slation 

u K 'iroi  nt  mv  orevious  report  dated 
Vitth  reference  to  P3f*9'2’„.rt  .oiin  that  the  Maluti-A-Phofung  Municipality 


6. 


appreciation 

The  assistance  rendered  by  the  staff  of  the 
appreciated. 


council  during  the  audit  is  sincerely 


B 


or-General 


BScemfontein 
7 October  2006 


auditor 


^GENERAL 


